COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC TARIFF FILING OF KENTUCKY
POWER COMPANY FOR APPROVAL OF A
SPECIAL CONTRACT WITH EBON
INTERNATIONAL, LLC.

CASE NO.
2022-00387

N N N N

ORDER

On October 28, 2022, Kentucky Power Company (Kentucky Power) filed, through
the Commission’s electronic tariff filing system, a special contract with Ebon International,
LLC (Ebon) (Special Contract) to provide service to a new cryptocurrency facility in
Louisa, Kentucky. The Special Contract states that the effective date will be the first day
of the first billing month following the date Ebon provides written notice to Kentucky Power
that Ebon’s facility has begun commercial operation and after receipt of Commission
approval of the Special Contract. KRS 278.180(1) requires a utility to provide the
Commission with 30 days’ notice before making changes to any rate. Therefore, the
earliest possible effective date for the Special Contract is November 27, 2022, which is
30 days after the filing date.

On November 9, 2022, the Attorney General of the Commonwealth of Kentucky,
by and through the Office of Rate Intervention (Attorney General), submitted comments
regarding the proposed special contract and requested that the Commission open an
investigation to formally review the proposed Special Contract. Kentucky Industrial Utility
Customers, Inc. (KIUC) also filed comments on November 9, 2022, requesting that the

Commission open an investigation to determine whether the proposed Special Contract



is just and reasonable. On November 17, 2022, the Kentucky Resources Council
submitted comments requesting that the Commission open a formal proceeding to
investigate the reasonableness of the proposed special contract. The Attorney General,
KIUC, and Kentucky Resources Council’s comments are included in Appendix B to this
Order.

KRS 278.030 provides that a utility may collect fair, just and reasonable rates and
that the service it provides must be adequate, efficient and reasonable. Having reviewed
the proposed Special Contract and being otherwise sufficiently advised, the Commission
finds that an investigation is necessary to determine the reasonableness of the proposed
Contract and that such investigation cannot be completed by November 27, 2022.
Therefore, pursuant to KRS 278.190(2), the Commission will suspend the effective date
of the proposed Special Contract for five months, up to and including April 26, 2023.

The Commission directs Kentucky Power to the Commission’s July 22, 2021 Order
in Case No. 2020-00085 in which the Commission mandated the use of electronic filing
procedures listed in 807 KAR 5:001, Section 8. The Commission finds that electronic
filing procedures are to be used, consistent with the filing procedures set forth in Case
No. 2020-00085. The Commission further finds that a procedural schedule is established
to review the reasonableness of the proposed Special Contract. The procedural schedule

is attached as Appendix A to this Order and is incorporated herein.

1 Case No. 2020-00085, Electronic Emergency Docket Related to the Novel Coronavirus COVID-
19 (Ky. PSC July 22, 2021), Order (in which the Commission ordered that for case filings made on and after
March 16, 2020, filers are NOT required to file the original physical copies of the filings required by 807
KAR 5:001, Section 8).
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IT IS THEREFORE ORDERED that:

1. This proceeding is established to investigate the reasonableness of the
proposed Special Contract.

2. Kentucky Power’s proposed Special Contract is suspended for five months
from November 27, 2022, up to and including April 26, 2023.

3. Kentucky Power shall, by counsel, enter an appearance in this proceeding
within seven days of the date of service of this Order. The entry of appearance shall
include the name, address, telephone number, fax number, and electronic mail address
of counsel.

4, Unless otherwise ordered by the Commission, the procedures set forth in
807 KAR 5:001, Section 8, related to service and electronic filing of papers shall be
followed in this proceeding.

5. Pursuant to 807 KAR 5:001, Section 8(9), within seven days of service of
this Order, Kentucky Power shall file by electronic means a written statement that it
waives any right to service of Commission Orders by United States mail and that it or its
authorized agent possess the facilities to receive electronic submissions.

6. Unless a party granted leave to intervene states its objection to the use of
electronic filing procedures in a motion for intervention, the party shall:

a. Be deemed to have consented to the use of electronic filing
procedures and the service of all papers, including Orders of the Commission, by
electronic means; and

b. Within seven days of the date of service of an order of the

Commission, granting intervention, file with the Commission a written statement that:
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(1) It or its authorized agent possesses the facilities to receive
electronic transmissions; and

(2)  Sets forth the electronic mail address to which all electronic
notices and messages related to this proceeding shall be served.

7. If a party objects to the use of electronic filing procedures and the
Commission determines that good cause exists to excuse that party from the use of
electronic filing procedures, service of documents on that party and by that party shall be
made in accordance with 807 KAR 5:001, Section 4(8).

8. The procedural schedule set forth in Appendix A to this Order shall be
followed.

9. As set forth in 807 KAR 5:001, Section 4(11)(a), a person requesting
permissive intervention in a Commission proceeding is required to demonstrate either (1)
a special interest in the proceeding, which is not adequately represented in the case, or
(2) that the person requesting permissive intervention is likely to present issues or
develop facts that will assist the Commission in fully considering the matter without unduly
complicating or disrupting the proceedings. Therefore, any person requesting to
intervene in a Commission proceeding must state with specificity the person’s special
interest that is not otherwise adequately represented, or the issues and facts the person
will present that will assist the Commission in fully considering the matter. A mere
recitation of the quantity of utility service consumed by the movant or a general statement
regarding the potential impact of possible modification of rates will not be deemed
sufficient to establish a special interest. In addition, any motion to intervene after the date

established in the procedural schedule shall also show good cause for being untimely. If
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the untimely motion is granted, the movant shall accept and abide by the existing
procedural schedule.

10. Kentucky Power shall give notice of the hearing in accordance with the
provisions set forth in 807 KAR 5:001, Section 9(2). In addition, the notice of the hearing
shall include the following statements: “This hearing will be streamed live and may be
viewed on the PSC website, psc.ky.gov”; and “Public comments may be made at the
beginning of the hearing. Those wishing to make oral public comments may do so by
following the instructions listed on the PSC website, psc.ky.gov.” At the time publication
is requested, Kentucky Power shall forward a duplicate of the notice and request to the
Commission.

11. At any public hearing in this matter, neither opening statements nor
summarization of direct testimonies shall be permitted.

12. Pursuant to KRS 278.360 and 807 KAR 5:001, Section 9(9), a digital video
recording shall be made of the hearing.

13. The Commission does not look favorably upon motions for continuance.
Accordingly, motions for extensions of times with respect to the schedule herein shall be
made in writing and will be granted only upon a showing of good cause.

14. The Commission does not look favorably upon motions to excuse witnesses
from testifying at Commission hearings. Accordingly, motions to excuse a witness from
testifying at a Commission hearing or from testifying in person at a Commission hearing
shall be made in writing and will be granted only upon a showing of good cause.

15. The Executive Director shall serve a copy of this Order on the Attorney

General, KIUC, and Kentucky Resources Council.
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16.  Nothing contained in this Order shall prevent the Commission from entering

further Orders in this matter.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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APPENDIX A
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2022-00387 DATED NOV 23 2022
Requests for intervention shall be filed no later than ........................cc 12/02/2022

Initial requests for information to Kentucky Power
shall be filed NO 1ater than ...........coo o 12/09/2022

Kentucky Power shall file responses to
initial requests for information no laterthan.......................oc . 12/28/2022

All supplemental requests for information to Kentucky Power
shall be filed NO later than ... 01/17/2023

Kentucky Power shall file responses to supplemental requests
for information NO later than ... 01/27/2023

Intervenor testimony, if any, in verified prepared
form shall be filed no later than.... ... 02/08/2023

All requests for information to Intervenors shall
be filed NO later than.... ... 02/22/2023

Intervenors shall file responses to requests for
information NO later than...... ... 03/08/2023

Kentucky Power shall file, in verified form, its rebuttal
testimony no laterthan...............cooviiiiiii e e 2220 03/15/2023

Kentucky Power or any Intervenor shall request either a

hearing or that the case be submitted for decision
based on the record no laterthan.............coooi i 03/22/2023
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APPENDIX B

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2022-00387 DATED NOV 23 2022

TWENTY-SEVEN PAGES TO FOLLOW
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

Re: Special Contract For Electric Service And Rider D.R.S. Addendum With Ebon
International, LLC, Case No. TFS 2022-00529

ATTORNEY GENERAL'S COMMENTS

The Attorney General provides these Comments related to Kentucky Power
Company’s (“Kentucky Power” or “Company”) pending proposal to approve a special
contract with Ebon International, LLC (“Ebon”).

The Attorney General requests that the Commission open an investigation to
formally review this special contract. Through this tariff filing, the Company attempts to
set rates for a substantial portion of its load, perhaps in excess of 35% of its annual retail
sales, with extremely limited review and notice. Summary approval of such an important
matter is inappropriate.!

Kentucky Power’s proposed special contract with Ebon is not proposed under its
economic development rider tariff because the capacity needed by Ebon exceeds the
available cap under Kentucky Power’s economic development tariff and Ebon, “required
a more complex billing calculation than is possible under any of the Company’s tariffs.”2

However, it is clear that the proposal is meant to serve economic development needs as

1 As a prefatory matter, given the substantial load involved and unique legal posture, this matter should
have been filed as formal application as opposed to a tariff filing. While the Commission has allowed
Kentucky Power to file economic development special contracts as tariff filings, the special contract at issue
here has not technically been entered under Kentucky Power’s economic development tariff. While the
Commission should apply the substantive requirements applicable to economic development special
contracts in this case, this matter is deserving of the scrutiny that it will only receive under a formal docket.
2 Testimony of Brian West at 11.



the Company argues that the special contract will, “help address economic hardships in
the Company’s service territory,”? and the Company touts the job creation to be driven
by the project.* Thus, because the Company proposes to provide discounted rates in
order to drive economic development, it is important that the Commission analyze
whether the special contract fulfills the requirements the Commission has placed on
economic development special contracts in its September 24, 1990 Order in
Administrative Case No. 327 (“Administrative Case 327 Order™).

The Attorney General is in full support of efforts to promote economic
development throughout the Commonwealth and specifically in Eastern Kentucky.
However, proposals to facilitate economic development should be tailored carefully to
ensure that the ratepayers of Eastern Kentucky do not unfairly subsidize companies. On
its face, this special contract does not appear to protect existing ratepayers. The special
contract proposed here violates Administrative Order 327 in at least two ways.

First, the proposed special contract violates Administrative Order 327’s
requirement that the special rate must generate revenues that exceed the project’s
marginal costs. Administrative Order 327 requires, “[a] utility should demonstrate that
the EDR exceeds the marginal cost associated with serving the customer.” Principally,
this requires a thorough vetting of the marginal cost analysis performed by the Company
and submitted with the tariff filing. Kentucky Power fails to demonstrate that the rate

charged to Ebon will generate revenues exceeding the marginal costs to serve the load.

3 Testimony of Brian West at 6-7.
4 Testimony of Brian West at 10.



As an example of one marginal cost caused by the special contract that the
Company does not plan to recoup in the special rate, Kentucky Power admits that, “[it]
will be required to acquire... 25 MW to meet the Company’s PJM capacity
requirements.”> However, in its “Summary of Incremental Costs and Revenues,” costs
related to “Generation Capacity” is “$0.” While it is likely that Kentucky Power is
underestimating the amount of capacity it will be required to obtain to fulfill the
obligations driven by this special contract, the failure to include the costs related to the
capacity the Company must obtain demonstrates that the marginal cost analysis is
flawed.

Further, the Company represents the “Summary of Incremental Costs and
Revenues” at Exhibit B to the Testimony of Brian West as a “Marginal Cost Study.”6
However, the single page summary merely notes conclusory values. It fails to provide
any context for how those values were selected or calculated. Further, as the special
contract is heavily redacted, it is impossible to duplicate the Company’s calculations. The
purported study also fails to demonstrate if and how the net revenue will change over
the term of the special contract. Critical review of these aspects of the Company’s
proposal is essential to protect ratepayers.

The intent behind Administrative Order 327’s marginal cost requirement is plain.
Special rates discounted to drive economic development must not drive rate increases for

existing ratepayers. On its face and based on the information currently available for

5 Testimony of Brian West at 8.
6 See Transmittal Letter of October 28, 2022.



review, it appears this special contract could cause higher rates for existing ratepayers.

Second, the proposed special contract violates Administrative Order 327’s
limitation on discounted rates to periods of excess capacity. Administrative Order 327
requires, “[a]n EDR contract should only be offered during periods of excess capacity for
the utility, and the utility must demonstrate that the EDR contract will not cause it to fall
below a reserve margin essential for system reliability.” The Commission very recently
reiterated the necessity of an adequate demonstration of excess capacity when seeking
approval of economic development special contracts.” Kentucky Power failed to
demonstrate that the special contract is being offered during a period of excess capacity,
and in fact, admits that it is not.

As mentioned above, Kentucky Power admits that it will need to purchase
additional capacity to serve this special contract customer.8 In fact, Kentucky Power
admits soon it will not have sufficient capacity to serve existing customers.® Clearly, this
is not a period of excess capacity. Thus, the Company failed to meet the requirement of
Administrative Order 327 that economic development special contracts be limited to
periods of excess capacity.

The intent behind Administrative Order 327’s limitation on providing discounted

economic development rates to periods of excess capacity relates to the Commission’s

7 See Order of October 31, 2022 at 11 in Case No. 2022-00292, Electronic Application of Atmos Energy
Corporation for Approval of Special Contract Pursuant to its Economic Development Rider. “For future EDR
contracts, Atmos shall file specific detailed support for the Administrative Case 327 Order, Finding 5
showing that Atmos has adequate system capacity to serve the proposed customer and that the load served
will not cause it to fall below a reserve margin considered essential for system reliability.”

8 Testimony of Brian West at 8.

9 Testimony of Brian West at 7.



marginal cost concerns. If a utility does not have excess capacity, service of new load will
necessarily drive market purchases. At a minimum, existing ratepayers should be held
harmless for those purchases, but the limitation of these offerings to periods of excess
capacity is likely an attempt by the Commission to avoid the complicated analysis
required to apportion those costs. Such a limitation is reasonable.

Importantly, a portion of the testimony put forward by the Company in support
of the special contract has the unintended consequence of highlighting both of the
aforementioned violations of Administrative Order 327. The Company incorrectly
argues that it would be “unreasonably discriminat[ory]” to require Ebon to pay for
increased capacity costs driven by its load. This argument provides support for the
conclusion that Kentucky Power failed to include all marginal costs in its marginal cost
analysis. It also highlights that the Commission is right to avoid this controversy by
limiting these discounted rates to periods of excess capacity.

The Company argues:
The Company will not incur any additional incremental costs to purchase capacity
otherwise provided by Rockport through at least May 31, 2024. Kentucky Power
has an obligation to supply generation capacity to cover all of its load, regardless
of the load’s composition. The Company cannot unreasonably discriminate
against one customer over another based on what type of business they are in, its
business model, or its number of employees. The Company cannot unreasonably
discriminate, period.10

Implicit in the statement that the Company will not incur any additional

incremental (i.e. marginal) costs to purchase capacity “through at least” May 31, 2024 is

10 Testimony of Brian West at 8-9.



an admission that it could, and in fact will, incur increased capacity costs driven by this
load during the ten-year term of the special contract. As mentioned above, the Company
admits that service of the Ebon load will require additional capacity purchases. The
Company’s protestations thereafter that it, “cannot unreasonably discriminate, period,”
are simply argument that it should not be required to pass marginal capacity costs driven
by this load on to Ebon. Respectfully, this is contrary to the Commission policies reflected
in Administrative 327 requiring an economic development project’s rate revenues to
exceed its marginal costs.

First, the Commission’s requirement the Company demonstrate that, “the EDR
exceeds the marginal cost associated with serving the customer,” does not distinguish
between capacity and energy charges.

Second, increased capacity charges driven by additional load are exactly the type
of customer impacts the Commission sought to avoid by limiting the operation of
economic development rates to “periods of excess capacity.”

Third, requiring a customer to pay capacity charges driven by its load is not
“discriminatory,” and arguments to the contrary fail as a matter of logic. Special contract
rates are, by definition, discriminatory. They discriminate between the special contract
rate and rates charged of all other customers. Under the test selected by the Company,
the question would then turn to whether those discriminatory rates were reasonable. As
the Commission determined in Administrative Order 327, requiring a customer to cover
the marginal costs driven by their usage is reasonable. To allow otherwise would be

unreasonable. Requiring a customer to cover costs driven by their usage is foundational



to cost based rate-making and is therefore, entirely reasonable. The Company argues
that, “[t]he cost of capacity needed to serve new load has never been directly assigned
only to new customers.”!l This argument fails to appreciate the novelty of the
circumstances present here. The Company fails to identify another instance when it
sought to provide a discounted, economic development rate during a period where it did
not have the capacity to meet that load. If the rate resulting from the addition of
incremental capacity charges creates a bad bargain for the customer, that result has not
been caused because it is unreasonable to allocate costs in that way. Instead, that result
is caused by the Company not having excess generation, which would make it reasonable
to serve that load at a discounted rate without prejudice to existing customers.

Thus, the Company’s argument that it would be unreasonably discriminatory to
require Ebon to pay its marginal capacity costs is evidence that the proposed special
contract violates the two key principles of Administrative Order 327 discussed above.
The special contract does not generate revenue sufficient to cover marginal costs and it is
not limited to a period of excess capacity.

If, despite the foregoing, the Commission is inclined to approve the special
contract, the Commission should take additional steps to protect ratepayers. The
Commission should require economic development special contract customers to secure
their participation with appropriate collateral. In the event of default on the special

contract, the Commission should require companies to provide security for the benefits

11 Testimony of Brian West at 8-9.



they receive through discounted rates. This is especially true for an industry such as
crypto mining where the operations can be moved easily. A default presents risks to the
other ratepayers should they be forced to pay for energy, capacity, or other purchases
made for the benefit of the special contract customer. In Case No. 2022-00355, the
Commission recently determined, “even if the Commission were to examine the Attorney
General’s recommendation to require EDR special contract customers to secure their
participation with appropriate collateral, a proceeding on a single EDR special contract
would not be the appropriate venue to do so, as such a requirement would affect all
utilities that provide EDRs.”12 Nonetheless, such a requirement is important for the
protection of ratepayers and the Commission should require it when the Commission
determines it is procedurally appropriate to do so.

In conclusion, the Attorney General is in full support of all reasonable economic
development initiatives that have the potential to benefit the people of a service territory
as long as risks to existing customers are properly mitigated. Here, the Commission
should approve the special contract if and only if the Company and Ebon are willing to
ensure and clearly demonstrate that the special rate provided to Ebon covers the marginal
costs driven by its load and ratepayers are fully protected in the event of default. To
ensure that is the case, the Commission should open a formal investigation into this

special contract.

12 See Order of October 31, 2022 in Case No. 2022-00355, Electronic Tariff Filing of East Kentucky Power
Cooperative, Inc. for Approval of a Special Contract Pursuant to its Interruptible Service Tariff and Economic
Development Rider Between It, Jackson Energy Cooperative Corporation, and UMine, LLC.
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Respectfully submitted,

DANIEL J. CAMERON
ATTORNEY GENERAL
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J. MICHAEL WEST

LAWRENCE W. COOK

ANGELA M. GOAD

JOHN G. HORNE II

ASSISTANT ATTORNEYS GENERAL
1024 CAPITAL CENTER DRIVE, SUITE 200
FRANKFORT, KY 40601

PHONE: (502) 696-5433

FAX: (502) 564-2698
Michael.West@ky.gov
Larry.Cook@ky.gov
Angela.Goad@ky.gov
John.Horne@ky.gov
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Certificate of Service and Filing

Pursuant to the Commission’s Orders and in accord with all other applicable law,
Counsel certifies that, on November 9, 2022, a copy of the forgoing was served by
electronic mail to the following.

linda.bridwell@ky.gov
Nancy.Vinsel@ky.gov
psc.tariffs@ky.gov
jkylercohn@bkllawfirm.com
mkurtz@bkllawfirm.com
kglass@stites.com
Jeb.Pinney@ky.gov

this 9th day of November, 2022

Assistant Attorney General
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BOEHM, KURTZ & LOWRY
36 EAST SEVENTH STREET, SUITE 1510
CINCINNATI, OHIO 45202
TELEPHONE (513) 421-2255

November 9, 2022

Linda C. Bridwell, P.E., Executive Director
Daniel Hinton, Tariff Branch Manager
Kentucky Public Service Commission

211 Sower Boulevard

P.O. Box 615

Frankfort, Kentucky 406042

Submitted via email to dehinton@Xky.gov

Re: Special Contract For Electric Service And Rider D.R.S. Addendum
With Ebon International, LLC, Case No. TFS 2022-00529

Dear Executive Director Bridwell and Mr. Hinton:

Kentucky Industrial Utility Customers, Inc. (“KIUC”) provides these Comments related
to Kentucky Power Company’s (“Kentucky Power” or “Company”) pending proposal to approve
a special contract with Ebon International, LLC (“Ebon”).

Background

On October 28, 2022, Kentucky Power filed for approval pursuant to the Commission’s
electronic tariff filing system of a ten-year special contract with Ebon. Ebon proposes to
construct and operate a blockchain data computing complex in Lawrence, Kentucky (“Ebon
Facility”) on a portion of the site of the Company’s Big Sandy Generating Station. The Ebon
Facility will be located on 55-acres to be leased from Kentucky Power. The total cost of
construction is estimated at over $250 million, and the Ebon Facility is expected to employ 50-
100 new permanent full-time jobs with annual compensation between $44,000 to $76,000 by
June 2024.

The electrical infrastructure for Kentucky Power to provide service to the customer’s
Facility does not currently exist. During Phase One, Kentucky Power would provide up to
approximately 90 MW of service, depending on the Company’s ability to deliver capacity to the
Facility. After construction of a new substation, Phase Two would be for up to 250 MW of service
beginning in approximately June 2024. Ebon is solely responsible for the cost of the new
substation.

Ebon is the wholly-owned subsidiary of Ebang International Holdings (“Ebang”) a
publicly listed company (“NASDAQ:EBON”). Ebang engages in the research, design, and
development of application-specific integrated circuit chips and manufacture of Bitcoin mining
machines in China, the United States, Hong Kong and internationally. Ebang has a market
capitalization of approximately $44 million and its shares are currently priced at about $0.31
per share on the NASDAQ.
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Daniel Hinton, Tariff Branch Manager
Kentucky Public Service Commission
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The Ebon Facility is expected to operate at a 90% load factor. Energy consumption in
Phase Two is estimated to be 1,971,000 MWh. Kentucky Power’s 2021 total retail sales were
5,093,309 MWh. Therefore, the proposed Ebon Facility represents a retail energy sales increase
of approximately 38.7%.

Ninety percent of the new 250 MW load will take interruptible service under Rider D.R.S.
(“Demand Response Service”). Ten percent, or 25 MW, will be firm service. Pursuant to Rider
D.R.S., Ebon will be paid an Interruptible Demand Credit of $5.50/Kw-month, or $14.85 million
annually (225,000 KW x $5.50 x 12). This $14.85 million annual payment will be automatically
recovered from other customers pursuant to Tariff P.P.A. (“Purchase Power Adjustment”).
Additional pricing provisions are contained at pages 10-15 of the proposed special contract, all
of which are redacted.

Through May 31, 2024, Kentucky Power can acquire generating capacity to serve the new
load under the AEP Power Coordination Bridge Agreement (“Bridge PCA”). After the Bridge
PCA expires on May 31, 2024, Kentucky Power will not have sufficient generating capacity to
serve the 25 MW of firm demand (plus a reserve margin). If Kentucky Power is unsuccessful in
its PIM coincident peak shaving efforts under Rider D.R.S., or if Ebon elects to not interrupt
when called upon, then the Company’s capacity shortfall may be increased.

There are no explicit security deposit or credit support provisions in the proposed special
contract regarding a potential Ebon default prior to the end of the ten-year contract term. But
Kentucky Power avers that in case of a default it has remedies under Kentucky law.

Exhibit 2 to the proposed special contract (attached) is Kentucky Power’s incremental
cost analysis. This analysis purports to show that the annual incremental cost to serve the 250
MW load will be $105.8 million versus annual incremental revenue of $124.6 million, thus
resulting in an annual contribution to fixed costs (net revenue) of $18.8 million.

Comments

KIUC recognizes that Kentucky Power’s service territory is economically distressed. Coal
mining is greatly reduced from its peak and the closure of AK Steel's Ashland facility hurt the
local economy. Ratepayers are currently struggling with significant increases to the Company’s
fuel adjustment clause (“FAC”) due to high purchase power costs. On the positive side,
expiration of the high demand cost 390 MW Rockport Unit Power Agreement in less than a
month should bring needed rate relief.

KIUC supports all economic development efforts made by Kentucky Power. We recognize
that this ongoing effort over the past several years has been difficult. True economic
development can be transformative. Toyota’s Georgetown manufacturing facility is the prime
example. However, there are serious concerns that providing electric service to this Bitcoin
mining facility may do more harm than good by raising rates on existing customers and by
exposing those customers to greater risk. Therefore, the Commission should open a formal
proceeding to investigate the justness and reasonableness of this transaction.
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Daniel Hinton, Tariff Branch Manager
Kentucky Public Service Commission
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In its formal proceeding to investigate the reasonableness of the proposed special
contract, the Commission should, among other things, examine the following issues regarding
the Company’s incremental cost analysis.

The incremental cost analysis contained in Exhibit 2 does not appear to include the $14.85
million annual payment to Ebon under Rider D.R.S. This payment will be automatically charged
to ratepayers through Tariff P.P.A. This $14.85 million annual payment to Ebon almost
completely wipes out the purported incremental benefit of $18.8 million. A $14.85 million P.P.A.
rate increase will cost the average residential customer more than $36 per year.

The incremental cost analysis assumes zero costs for the generating capacity needed to
serve the new load. Once the Bridge PCA expires on May 31, 2024, Kentucky Power will need to
obtain at least 25 MW plus a reserve margin to serve the firm portion of the 250 MW new load.
Additional generating capacity may be required if the PJM peak shaving provisions of Rider
D.R.S are unsuccessful, or if Ebon elects to not interrupt when called on. At a minimum, the
new capacity needed to serve the 25 MW firm load plus a reserve margin should be included in
the incremental cost analysis.

The incremental cost analysis assumes that the 1,971,000 MWh to serve the Ebon Facility
(250 MW x 8,760 x 90%) will be purchased on the PIM market at $38.9/MWh. If this estimate
is too low, then the entire analysis fails. During Kentucky Power’s two pending six-month FAC
review cases (May 2021 through October 2021 and November 2021 through April 2022) the
Company’s PIJM market purchases averaged $49.39/MWh. Using the actual PIJM energy cost of
$49.39 in the incremental cost analysis increases the incremental cost by $20.7 million which
more than fully off-sets the purported net benefit. Forward and futures pricing for the period
beginning June 2024 supports the concern that the PIM energy pricing assumption may be too
low.

As long the cost of market purchases to serve the Ebon Facility is greater than the fuel
cost of Kentucky Power’s self-generation, then the FAC will increase for all ratepayers. The FAC
would increase because the Ebon Facility will consume a large portion of the relatively low-cost
self-generation that would otherwise go to current customers. It is not clear if this very likely
FAC increase was factored into the incremental cost analysis.

Finally, the incremental cost analysis assumes incremental revenue from Ebon of $124.6
million ($63.2/MWHh). In 2021, Kentucky Power had 35 customers served under Tariff 1.G.S.
(“Industrial General Service”) at an average price of $67.8/MWh, or only slightly above the
assumed special contract rate. There is no way to verify the assumption of how much Ebon will
be charged. The pricing provisions of the proposed special contract are completely redacted.
But we do know that the proposed contract has these terms: “Floor Price”, “Floor Price Bank”,
“Capacity Discount” and “Incremental Discount”. These terms imply discounts in addition to
those addressed in the testimony in support of the filing.
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In conclusion, the proposed special contract will have a profound impact on Kentucky

Power’s costs and the base, FAC and PPA rates to other customers. Therefore, a full investigation

is warranted.
Respectfully submitted,
/s/ Michael L. Kurtz
Michael L. Kurtz, Esq.
Jody Kyler Cohn, Esq.
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
Ph: 513.421.2255; Fax: 513.421.2764
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Summary of Incremental Costs and Revenues

Ln No. Marginal Costs - Energy
Q) Annual kWh 1,971,000,000
2 DA LMP $/kWh 0.03890
(3) Margi
ginal Costs - Energy $76,674,933
=1)*(@)
Marginal Costs - Distribution
4) Distribution WO Total $4,801,185
(5) Levelized Carrying Cost 10.15%
(6)
=(4)*(5) Annual Dist Incremental Cost $487,230
Summary of Incremental Costs and Revenues
(7) Energy $76,674,933
8) Distribution $487,230
9) PJM LSE Transmission $28,626,639
(10) Generation Capacity $0
(11) Total Incremental Costs $105,788,801
=(71)+(8)+(9)+(10)
(12) Incremental Revenue $124,643,645
(13)
Net Revenue (Cost) $18,854,844

=(12)-(11)
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*Kentucky Power Company
1645 Winchester Avenue
Ashland, KY 41101

*Katie M Glass

Stites & Harbison

421 West Main Street

P. O. Box 634

Frankfort, KENTUCKY 40602-0634

*Denotes Served by Email
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